. , Declassified and Approved For Release 2014/01/16 : CIA-RDP92B00478R000800030019-1

- . . BN ~
1)34.-\,‘"' CATIATED

ON PAGE ’%l

THE WALL STREET JOURNAL
18 May 1981

[INTERNATIONAL|

CIA Alte?'s Its S oviet O@i 1) mecasi j

By Steve M U’!’SO‘C

‘. Staff Rl porter of THE WALL Sma‘rJoURVAL

l - CAMBRIDGE, Mass.—In 1977, the Cen-

:{ral Intelligence . Agency predicted ;bad |

news for oil markets. The Rnsmans were
coming!

The CIA said the oil-producing- nanons

would ;soon have to feed another big-con-

sumer? the: Soviet Uniom. The-Soviets” 01l £
output-was about to drop sharply, making..

them huge net 1mportersof o& hy 1985, the
CIA said.

Recently, however.. the CIA has
changed its mind. The agency will issue a

report’ this summer saying that the-Soviet |
Union won't become an .oil-hungry- bear”

~and might be able to keep evpertmv oit
tbmugh 1985,

" The CIA’s revised forecast. may lessen
anxiety agbout Soviet actions.. The-earlier

report sparked speculation that the Soviets .

would try to befriend Iran or that their in-
vasion of Afghanistan was designed to
close in-on the Persian Gulf oii fields. As

late as April 1980, CIA Director Stansfield |

Turner was telling U.S. Senators that So-
~viet military action to relieve its- enervy
problems couldn t be ruled ont. .

~ But last week, CIA anaiyst James.No-
ren told Soviet-studies scholars at:Harvard
University that the CIA has upgraded its

estimate of the Soviets’' 1985 oil cutput to -
- between 10 million and 1} millioxbarrels a | .

day, well ahove the earller forecast of
eight million to 10 million. The Soviet
Union, the world’s biggest: oil producer;
currently produces more than 12 :million
. barrels a day and exports 1.5-million.
-Saudi Arabia, the worid’s~seeond-largest-
groducer turns out 104 m;mm barrels.
ay - LI e Y
It doesnt mean the Rms;am: wilt be-
- benign- or stay out of the Middle East,’”

says Marshall Goidman, who.is-an.econom-
ics professor at Wellesley Coliege, the as-
sociate director of Harvard's Russian Re-
- search Center and a critic of the-1377 CIA
- estimate. ‘‘But those whe-think the Soviets
must go into. the Middle xsast ﬁor*oxl are
'wmng ” .
Mr. Goldman argues max even‘the new-
_CIA estimate is too pessimistic. A draft of
B the CIA report calls 1980 the.record year:

&

The Soviets might
- be able to kReep export-
- ing oil through 1985
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for Soviet. production, but Mr. Goldman

says 1981 production has been running
i about 2.5% ahead of last year s 11 9 rmlhon
- barrel-a-day rate;

- Mr. Noren attributes the higher produc-
non levels to “‘the substantial .increase in

development drilling "in -western. Siberia
. :.” where the number of feet-drilled has
““more then dqubled since 1977. .
- Investment Stressed

. The draft of the CIA report stresses

* forecasts based on investment instead of -
" forecasts based.on the ratio of oil reserves
- to oil production. And Soviet capital invest- -

:.ment in drilling has increased. -

.. ‘Tracking the Soviet oil industry is diffi-
h cult The Soviets haven't published oil-re- |
serve figures since 1938. Founded in the
1860s, the Russian pil industry is one of the
= world’s oldest. As a result, there is consid-
*- erable- uncertainty about the remammg
*'lives of the older oil fields. - ;
" * Although the Soviet Union has some of

% the world's best oil prospects, it isn’t clear
: whether the country will be able to exploit
them The energy future of the U.S. S R.,

although bleak is probably better than
that of. most other industrial countries,” -
. says the CIA draft. “The U.S.S.R..is ex--
- tremely well endowed with energy re-
.sources. .. . These energy resources have
one thing in common, however; they all will
take enormous investments to develop. . . .

That point was stressed at the Harvard
seminar last week. ‘‘Maybe. they can
achieve the quantitative. targets™ for oil
production in the current five-year plan
says Abram Bergson, Harvard economics

professor, “but you must consxder the costs ‘
- 'in capital and labor.”

“The. latest. five-year. plan calls. for oxl
-production to grow between 0.6% and 1.4%

a year, well below the 4.2%.annual growth

_the Soviet Union achieved from 1975 to
, 1980. Even modest growth will be- difficult
" because of the.remoteness of many pros-
pects and the need. for advanced drilling
_technology.available only in the West.

- With the 1979 doubling of oil prices, Mf.

- Goldman argues, the Soviet Union will be
able to finance exploration .through ex-

. ports. These exports will also improve the

" Soviets’ international-payments situation.
- Other seminar participants contend that.
. exploration will drain money needed in
. other areas of the economy. *‘Costs of drill-

ing will rise sharply, and this will be a~]

. drag.on -productivity,” Mr. Bergson sdys,
{»“There will be a trade-off between increas-

';.: ing domestic consumpnon and capltal m-
©.vestment!T ..M . {7

"No Price Incentive =~

o

The Soviets may be able to reduce clo-‘
mestic oil consumption. ‘“They are raising
conservation to the same level of impor-
tance as production,’ says Mr. Noren. But
he warns that “‘conservation is a slow pro-
cess, especially in the Soviet. Union, where

- there isn’t any price incentive.” -

The Soviet Union fixes prices mtemally'

. "and rarely adjusts them. Soviet prices
" haven't changed since 1967, long before the
. explosi'on in worlad oil prices and the big in-

creases in drilling costs. The new tive-year

- plan calls for a general price adjustment in |
1982, and oil prices will presumably be ad-
« justed lngher relauve to other commodx-
; ties..

There was speculatxon at the meetmg

“‘ahout whether the Soviet Union might seek |

more Western trade or foreign investment
to help develop its oil resources. Tense re-.

1 lations with the West have slowed techndl-
. ogy exports. to the Soviet Union, but the

Commerce. Department has licensed the

) export of at least one sophisticated drilling

rig. According to Herta Heiss, a- Com-
merce Department official dealing with So-

“viet affairs, ‘‘Equipment has been li-
- censed, but the technology to manfacture

such equipment is under tighter control.”

Some Japanese: trading companies have
- indicated a willingness to help the Soviets
- drill on and off their eastern coast in re- -
turn for a share of production. One such
venture has been established, with the Jap-
. anese prowdmg some technology a.nd capl-

' tal. - ‘
The meetmg s partlcxpants agree that
no matter what approach the Soviets take‘
"to oil - development, : they won’ 't reqmre-
masswe oil imports soon. - ~-» : -
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